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1. In a meeting of the SED Politbiro 16 June Dlans were made 
-for. closer cooveration between the SED and the DWK in the 
formilation of economic policy. The meeting was attended 
by Pieck, Grotewohl, Dahlen, and Ulbricht. Ran and Selbmann 
were summoned after the meeting had begun. 
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2. Reports fron state SED headquarters throughout the zone and 
from the ministries of the interior were discussed at this 
meeting, All reports agreed that morale is at its lowest 
in the zone since the Volkskongress election and the evidence 
of a higher standard of living in the western sectors of 
Berlin. Animosity to the USSH, the SED, and the government 
has become extraordinarily strong and is now aanifested in 
the factories and schools and in nublie meetings. . Party 
experts agree that this hostility cannot be throttled by 

- increased pressure by the volice but must De balanced by 
improving the standard of living in the zone. According .to 
the Party, the poculation holds the DIK and the SMA respori= 
sible for bresent: conditions. ,,fnus the rumor has spread. 
that many of the iteme offered for sale in western, Germany 
and Berlin were actually vroduced in eastern Germeny and 
then sold to the West for sound money pocketed by the SMA. 


3. Franz Dahlen. pointed out that growing anti~RNussian feeling 
is seriousiy endangering Party organizations] work. The 
princinal SED thesis, that nolitical work ard potitical 
progress are inconceivable except under the aegis of the 
USSR, is meeting unexpected resistance among the rank and 
file. In addition to the damaging comparisons between eastern 
and western standards of living esvetially evident in Berlin, 
the "Free Shops" have alienated large segments of the popu 
lation including SED meribers, since they afford special 
ovportunities to the vrivileged few ~ SED functionaries for 
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Welter Ulbrient laid. down the following erogram. Whe’ YK 
must not be allowed to avorear to be an instrument of the 
SED, especially since the West German state vill soon be 
actuality. The DWK must remain a neutral instituticn with 
all narties renresented. Since, nowever, the imnortant 
positions sre al] held by the SED, the Party has a right 
to exnect DYWK policy to follow Party decisions without 
hesitation. The Party realizes thet in many instances the 

| DWAR Functions merely as the instrument of the SHA and must 
varry out orders. These orders are offen issued by Russian 
economic experts who jack the full picture of USSR vnolicy. 
Accordingly the SED wlll nave to intervene more often and 
mere authoritatively In matters affecting the entire nolicy 
ef the Russian zcne, Ulbricht stated that the Party is not 
being presumntucus in thus onposing SLA orders; the SED 
has explicit instructions to thie effect from "higher 
qothority™. 


Uibricht then demarnuved that the DWK improve the rations. 

He got into an argiment with Rau when he demanded that more 
sugar, fatc, and tuhrmittel be issued. Rau stated that he 
hind been ordered ty SMA to sel] sugar fcr West marks in 
ceder to buy machinery desperately needed by SAGs and 
prblicly o:med factories. The DW sold 1¢,000 tons of super 
and 270,000 tons cf gasoline in comvliance with these 
inetrmmecions. Ac for fats and meat, the DWK had extra- 
ordinarily generous offers from Yugoslavia, but the SMA 
fesbade Lt te gecept them. Such interference by the SUA 
venders it unlikely that the improvements denanded by the 
SED can be accomplished. The DYWK is putting all its hoves 
on the resumption of East-Vest trade, but it is questionable 
to what extent the imports, planned by the DK ard vitally 
recujred by ‘he Russian zone, will fit intc the SA scheme. 


Rav vent on to request the SED and its pvress to soften 
criticiem of “est German economic nolicy. The SMA is 
attempting to establish ecod relations with Prof. Frhard - 
and the Wirtschaftsrat in crder that a considerable portion 
of the benefits cf the Marshall Plan may reach the Russian 
ZONE « 
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